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COMPANY DESCRIPTION 

STV is a leading TV broadcaster, streamer and 
programme producer, based in Glasgow. 

www.stvplc.tv 
PERLPARA 

Resilience from diversification 

STV Group’s FY22 results and FY23E outlook, announced this morning, are 
in line with expectations. The resilient performance through the economic 
downturn (adjusted PBT +2% in FY22 and we forecast -10% for FY23E) 
underlines improving earnings quality from STV as the group continues its 
diversification from broadcast to streaming and studios, which together 
should generate over half of group profits for the first time in FY23E. We 
forecast good aggregate growth prospects for the broadening portfolio, at 
an undemanding valuation (8.9x ‘bottom of the cycle’ FY23E EPS with a 3.7% 
dividend yield).  

▪ Broadcast results down but resilient. Profits from broadcast were down 
by 7%, as expected, driven by the weaker UK economy since Q2 22. 
However, TAR (broadcast + digital) was down by only 2% for the year, with 
a resilient Q4 performance. TAR guidance of -15% for Q1 23 is weak, as 
expected, but we continue to forecast a more moderate decline for the 
full year (-7%) with continuing profit resilience for broadcast.  

▪ Digital benefit from recent ITV deal. Despite the tougher economy, digital 
continues to show good growth (VOD advertising +9% in FY22), and this 
has improved to around +20% in Q1 23 helped by the recent agreement 
with ITV. Margin guidance for digital also looks encouraging, with STV 
indicating a revenue-share arrangement for new digital ITV content. 

▪ Studios had a flatter year in FY22, as expected, reflecting the timing of 
programme deliveries. However, it has doubled programme commissions 
from 16 to 30 and remains on track for a substantial uplift in FY23, with 
guidance for operating profit of at least £3m reconfirmed.  

▪ Diversification strategy on track. Digital and studios raised their 
combined share of group profits from 36% to 38% in the year, and are on 
track to reach a 50% contribution in FY23E. As detailed in our recent 
initiation, we continue to believe that the group can deliver trend growth 
of around 7% pa in revenue / 10% pa in operating profit over the longer 
term as viewers gradually migrate from broadcast to digital and STV 
transitions towards streaming and content.  

▪ Forecasts broadly maintained. We maintain operating profit forecasts of 
£22.5m for FY23E and £26.0m for FY24E (with a slightly higher digital 
contribution offsetting a slightly lower broadcast one). EPS estimates 
reduce by c.2% reflecting a higher expected tax charge. 
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FYE DEC (£M) 2021 2022 2023E 2024E 2025E 

Revenue 144.5 137.8 161.4 163.4 175.2 

Adj EBITDA 31.0 31.4 28.5 32.2 34.0 

Fully Adj PBT 23.6 24.1 21.0 24.5 26.1 

Fully Adj Dil EPS (p) 43.8 40.4 34.2 38.9 45.4 

EV/Sales (x) 1.1x 1.2x 1.0x 1.0x 0.9x 

EV/EBITDA (x) 5.2x 5.2x 5.7x 5.0x 4.8x 

PER (x) 7.2x 7.8x 9.2x 8.1x 6.9x 

Source: Company Information and Progressive Equity Research estimates. 
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FY22 results in-line 

Overall results for FY22 were broadly in line with our forecasts (slightly below in revenue, 
modestly ahead in profit), as detailed in the table below.  

STV – FY22 results compared to forecast 

 

Source: Progressive Equity Research estimates 

By division, the results were as follows: 

▪ Broadcast profits reduced marginally (down from £21.8m to £20.7m) reflecting a revenue 
decline of 4%, partly offset by cost savings (operating margin steady at 21.7% versus 22.1% 
in FY21). Both national and regional advertising declined by 4%, impacted by the economic 
downturn since the invasion of Ukraine in February 2022. Regional advertising saw much 
stronger growth from SME clients (+18%) but was impacted by a near-halving of Scottish 
Government spend versus Covid-driven highs in FY21. Underlying viewing performance in 
broadcast remains very strong, with STV achieving its highest peak-time viewing share since 
2009, helped by the FIFA World Cup and a strong showing for ‘I’m a Celebrity…’. 

▪ Digital delivered continued healthy revenue growth of +7% despite the economic 
downturn, as well as continued resilience in margins (increasing fractionally to 45.0%, 
despite ongoing growth investments). Streams grew 1%, viewing 6%, and ad impressions 
27%, as the business benefitted from STV’s investment in content, as well as a boost from 
the FIFA World Cup.  

▪ Studios had a flatter year financially, as expected, reflecting the absence of a major drama 
in the current year (after ‘Screw’ in FY21). Even absent any major drama delivery, revenues 
remained healthy at £23.7m (£26.6m) and profits actually improved marginally from £1.3m 
to £1.4m. The division remains busy with 30 new commissions in the year (twice the number 
in FY21), underpinning a large slate already indicated for FY23E delivery.  

 

 

 

 

 

Y/E Dec22 Actual YOY Forecast Variance

£m % £m %

Group revenue 137.8 -5% 139.2 -1.0%

TAR 110.0 2% 109.9 0.1%

Operating profit 25.8 2% 25.0 3.2%

PBT 24.1 2% 23.5 2.6%

EPS adj FD p 40.4 -7% 40.1 0.7%

DPS p 11.3 3% 11.3 0.0%

Net debt -15.1 -14.1 -1.0
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Current trading and forecasts 

As usual, STV has provided an update on trading in Q1 23E, including the following: 

▪ Q1 TAR -15%.  TAR was always expected to decline in Q1 23E, reflecting a combination of 
economic downturn and very tough comps pre-Ukraine invasion (Q1 22 TAR was c.+20%). 
Although the indicated decline of 15% is slightly more than our previous estimate (-10%) 
and slightly more than ITV’s guidance update last week (-11%), this is a relatively quiet and 
volatile quarter. ITV will also have had a recent benefit from Love Island (broadcast on ITV2, 
so no benefit for STV). We tweak our full-year FY23E TAR estimate to -7% from -6% 
previously. This factors in a progressive easing of underlying comps, as well as an absence 
of FIFA World Cup in Q4, but a boost from Rugby World Cup advertising across the autumn 
(Sep/Oct/Nov).   

▪ Digital VOD revenue growth of c.20% in Q1 is an acceleration from the 9% growth in FY22. 
We believe this reflects early benefits from the recent partnership deal with ITV on digital, 
both in terms of enhanced content and transferring digital sales from in-house to ITV. 
Increased addressability should also enhance ad yields, with 90% of STV digital inventory 
now targeted through the Planet V platform. STV has indicated that the new digital content 
to be supplied by ITV (100 hours pa of exclusive high-quality new programming) is being 
financed through a revenue-share agreement – which should have positive implications for 
digital profit margins, in our view.  

▪ Regional decline of 20%-25% in Q1 is a blend of two factors. Government spend continues 
to fall significantly (versus Covid-driven strength in early FY22) but SME spend remains 
resilient (flat to slightly up). As government comps ease through FY23E, we expect the 
underlying outperformance of regional vs national adspend to show through again.  

▪ For Studios, STV is reconfirming the increased guidance it provided for the division during 
FY22. Studios is expected to deliver revenues of at least £50m with profits of £3m+ for 
FY23E, driven by deliveries of the enlarged slate of productions it has won and is currently 
working on. This includes several major dramas (Criminal Record for Apple TV, Blue Lights 
for BBC, and a second series of Screw for Channel 4).  

▪ On cost inflation, STV noted this has impacted progressively through FY22. It was largely 
absorbed through cost savings in FY22 but will have an increased impact in FY23E. Around 
a third of costs across the group are inflation-sensitive (mainly salaries and energy costs). 
However, in the broadcast division, the linkage of STV’s programme costs to national ad 
revenues (courtesy of the ITV agreement) should provide a significant cost offset to the 
current weakness in advertising. 

▪ STV also indicated that the effective tax rate is likely to increase, in line with the announced 
increases to UK corporation tax rates.  

Overall, our forecasts change very little, as detailed in the table below. Revenue is very slightly 
slower, reflecting the tough Q1 TAR trend. This is countered by slightly higher revenue and 
margin forecasts for digital, to leave operating profit estimates for FY23E and FY24E unchanged. 
EPS estimates fall by around 2%, reflecting a higher tax rate assumption. We also introduce a 
new forecast for FY25E, suggesting revenue growth in the year of 7% and operating profit 
growth of 6%. 
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STV – Changes to forecasts 

  

Source: Progressive Equity Research estimates 

 

 

Financials & valuation 

Higher net debt reflects WC build-up 

After reaching a net cash position of £0.3m at end-FY21 (before operating leases), net debt has 
increased moderately again to £15.1m. This reflects a build-up of working capital in the studios 
division, due to the current heavy slate of work in production. We expect this WC position to 
unwind significantly through FY23E as programmes are delivered, and the overall balance sheet 
position remains very solid.  

Pension deficit remains very manageable 

The pension deficit at end-FY22 of £63.1m (IAS19 accounting basis) was down compared to the 
end-FY21 position (£79.4m) but up compared to the mid-year valuation (£42.3m). The 
movements reflect recent volatility in interest and discount rates used in the IAS19 
methodology.  

In cash terms, STV expects a slightly lower pension deficit payment in FY23E (down from 
£11.9m to £9.7m reflecting an absence of contingent cash payments this year). This remains 
comfortably covered by group FCF, which we forecast to be around £20m for the year.  

Valuation remains undemanding 

For valuation purposes, we continue to prefer a DCF-based valuation (based on the NPV of 
expected future cash payments) rather than the volatile IAS19 accounting valuation. With cash 
payments agreed out to FY30E, we currently estimate a deficit valuation of £50m. 

 We continue to view valuation as undemanding. We estimate EV/EBITDA for FY23E of 5.0x 
(6.7x adjusted for pension deficit). At 305p, the shares trade at 8.9x FY23E EPS with a dividend 
yield of 3.7%. This is based on an EPS forecast for FY23E, which, while it may be premature to 
call it a ‘bottom of the cycle’ figure, certainly already factors in the impact of a significant UK 
economic downturn. 

 

FY25E

£m unless stated Old New Change (%) Old New Change (%) New

Revenue 162.5 161.4 -0.7% 164.2 163.4 -0.5% 175.2

Adj EBITDA 28.2 28.5 1.0% 31.9 32.2 0.8% 34.0

Adj Operating Profit 22.5 22.5 -0.1% 26.0 26.0 0.2% 27.5

Adj PBT 21.0 21.0 -0.1% 24.5 24.5 0.2% 26.1

Fully adj Dil EPS (p) 34.9 34.2 -2.1% 39.8 38.9 -2.2% 45.4

FY23E FY24E
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Diversification strategy on track 

The group has indicated it remains on track to hit all its key diversification targets for end-FY23 
(targets set in early 2021): 

▪ Quadruple Studio revenues to £40m: guidance has already been raised to £50m+ for FY23E.  

▪ Increase registered users for the STV Player to 5m: end-22 users grew 17% to 4.9m in FY22, 
with STV indicating it has achieved the 5m target in Q1 23E. 

▪ Double digital revenues to £20m: digital revenues were £19.0m in FY22, with 20% growth 
indicated for Q1 23E. 

▪ Derive 50% of group profit from outside traditional broadcast by end-23E: the proportion 
from digital and studios improved from 36% in FY21 to 38% in FY22, and should be boosted 
further in FY23E by the large slate of programme deliveries expected for Studios. 

 
STV Group – Operating profit split* FY23E versus FY18 

  

Source: Progressive Equity Research estimates (*central costs included within Broadcast) 

 

38% of profits from non-broadcast, on track for 50% target in FY23E  

Linear broadcast revenues are mature – and cyclically sensitive – but continue to show overall 
resilience, even as viewers gradually migrate from terrestrial to digital viewing habits. STV 
broadcast divisional revenue of £95m for FY22 compares to a range of £92-99m delivered 
annually since FY16 (ignoring the Covid-impacted figure of £81m in FY21). This resilience is 
assisted by STV’s continuing very strong viewing share in Scotland (outperforming the BBC, and 
ITV1’s share across the rest of the UK), its general outperformance in regional (aided by the STV 
Growth Fund) and a continuing unique leadership position in delivering high-quality mass reach 
for advertisers.  

As detailed in our recent initiation report, we continue to believe STV’s overall portfolio can 
deliver a longer-term growth trend of around 7% pa in revenues and 10% pa in profits as it 
continues to expand into digital streaming and content production. Financial investment 
required to enable this transition is modest, allowing the group to continue to pay a progressive 
dividend (as well as repaying its historical pension deficit up to 2030).  

Broadcast
72%

Digital
26%

Studios
2%

FY18

https://progressive-research.com/research/towards-streaming-and-content/
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Financial Summary: STV Group 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2021 2022 2023E 2024E 2025E 
Revenue 144.5  137.8  161.4  163.4  175.2  
Adj EBITDA 31.0  31.4  28.5  32.2  34.0  
Adj EBIT 25.2  25.8  22.5  26.0  27.5  
Reported PBT 20.1  22.2  15.2  21.2  22.8  
Fully Adj PBT 23.6  24.1  21.0  24.5  26.1  
NOPAT 22.1  20.4  17.5  20.1  21.1  
Reported EPS (p) 41.0  36.6  26.7  37.7  44.2  
Fully Adj Dil EPS (p) 43.8  40.4  34.2  38.9  45.4  
Dividend per share (p) 11.0  11.3  11.3  12.0  12.8  

      
CASH FLOW & BALANCE SHEET 2021 2022 2023E 2024E 2025E 
Operating cash flow 35.3  11.5  31.5  30.2  32.0  
Free Cash flow 32.5  10.0  25.3  24.0  23.5  
FCF per share (p) 71.4  21.9  55.3  52.4  51.3  
Acquisitions (1.6) (3.3) (2.0) (1.0) (1.0) 
Disposals 5.3  0.0  0.0  0.0  0.0  
Shares issued 0.0  0.0  0.0  0.0  0.0  
Net cash flow 17.8  (15.4) 3.0  (0.6) (0.7) 
Overdrafts / borrowings (14.4) (26.4) (26.4) (26.4) (26.4) 
Cash & equivalents 14.7  11.3  14.3  13.7  13.0  
Net (Debt)/Cash 0.3  (15.1) (12.1) (12.7) (13.4) 

      
NAV AND RETURNS 2021 2022 2023E 2024E 2025E 
Net asset value (25.9) (8.3) (8.1) (9.1) (7.8) 
NAV/share (p) (55.4) (17.7) (17.3) (19.3) (16.6) 
Net Tangible Asset Value (27.5) (9.5) (9.7) (11.3) (10.8) 
NTAV/share (p) (58.9) (20.3) (20.7) (23.9) (22.9) 
Average equity (27.9) (10.6) (8.2) (8.6) (8.5) 
Post-tax ROE (%)      
      
METRICS 2021 2022 2023E 2024E 2025E 
Revenue growth 34.9% (4.6%) 17.1% 1.2% 7.2% 
Adj EBITDA growth 30.3% 1.3% (9.3%) 12.9% 5.7% 
Adj EBIT growth 38.5% 2.4% (12.8%) 15.8% 5.4% 
Adj PBT growth 42.2% 2.1% (12.9%) 17.0% 6.2% 
Adj EPS growth 21.1% (7.7%) (15.4%) 14.0% 16.7% 
Dividend growth 22.2% 2.7% 0.0% 6.2% 6.3% 
Adj EBIT margins 17.4% 18.7% 13.9% 15.9% 15.7% 

      
VALUATION 2021 2022 2023E 2024E 2025E 
EV/Sales (x) 1.1 1.2 1.0 1.0 0.9 
EV/EBITDA (x) 5.2 5.2 5.7 5.0 4.8 
EV/NOPAT (x) 7.3 7.9 9.3 8.1 7.7 
PER (x) 7.2 7.8 9.2 8.1 6.9 
Dividend yield 3.5% 3.6% 3.6% 3.8% 4.0% 
FCF yield 22.7% 7.0% 17.6% 16.6% 16.3% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at: 
+44 (0) 20 7781 5300 
info@progressive-research.com 
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